SAVINGS, INVESTMENT AND ECONOMIC
GROWTH : A DYNAMIC APPROACH*
economic growth was the central problem that fascinated the classi-
cal economists. Even the full title of Adam Smith's magnum opus,
An Enquiry into the Nature and Causes of the Wealth of Nations
(1776), is highly suggestive. But during the century that separated
John Stuart Mill from recent years, economic growth seems to have
come to be assumed ; otherwise it is less easy to explain the atten-
tion given by most of the economists, particularly in the English-
speaking countries, to the problems of abstract price formation
and static equilibrium. With the fear of stagnation in the 'thirties,
and in more recent years the increasingly articulate wishes of the
pre-industrial countries to foster economic growth more rapidly
than before, attention is slowly shifting back to what was originally
the central thought in political economy—the problem of economic
growth. It need not be surprising therefore to find that the intellectual
inheritance from an era where the problems of static balance were
in the centre has often been an embarrassing frame of reference
through which problems of economic growth can be approached.
The intellectual discomfort often resembles the frustrating efforts
to look at the galaxies through a highly sensitive microscope rather
than a telescope—even a poor one.    This article is an attempt to
change the instruments.   The thoughts thus derived are not fully
worked out and they obviously leave unanswered many questions
relating particularly to the initial period of growth; but they do sug-
gest the need for shifting the focus of enquiry on economic growth.
Apart from natural calamities, economic stagnation or decline
is associated with a level of investment which is not adequate to
raise productive capacity and output beyond the pace of population
growth ; conversely speaking^ economic growth results when the
rate of growth is raised beyond this through a greater investment
effort. Once the level of investment has expanded to a sufficiently
high level, growth could become self-sustaining. The crucial period,
^Reprinted from The Indian Economic Review, Vol. IV, No. 4, August 195?.
This and the preceding essay are closely inter-related. The same thought is
often repeated in not altogether dissimilar language—SJJP.
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